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classes of mail at reduced rates have been and continuces to be

the most controversial issue. Under the Rcorganization Act,

Federal subsidies were authorized to ease: the aéjustment for

business and non-profit mailers in moving from a historically
lowlsubsidizea rate to one which is more reflective of the

actual cost of the mail service provided. This was done recognizing
that mailers could ﬁot sustaiﬁ the rate increases that would be
required to recover full costs. A 5~-year adjustment period for
profit mail and 10 years for non-profit mail was provided as a trans-
ition period during which rate increases were to be phased-in equal

annual increments.

During the last session of Congress, legislation (S. 411) sponsored
by Senator McGee‘(D-Wyo) was enacted extending this phasing peFiod
by three years for profit mail and six years for non-grofit maal.
To fund this legislation would cost the taxpayers approximately
$750M over the next 13 years. The President has‘décided (on two
differenp occasions) not to seek appropriations for this addi-

tional subsidy.

.Special interest mailers (both profit and non-profit) have been

relentless in their efforts to secure further subsidies for second
and fourth class mail, citing higher than anticipated increases

in rates and the "general public" value of their mailings,
particularly magazines. Allegations that increasing rates are
putting firms out of business have, however, not been substantiated.
Postal cost typically only represents five percent of a publisher's

overall expenses. This pressure is expected to continue.
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« .8ince reorganization, the President has not requested funds

for ‘phasing tiird class mail [("jank® mail or avvertising wail).
The Congress has gence along with this recommendation each year
and not appropriated these funds. As a result, rates for this

class of mail have gone to full cost recovery levels.

Sumnary

The dilemma facing the executive (and legislative).branch is that
it is increasingly under fire from various sectors to do scmething
about deteriorating postal services and increasing rates -~ while
it is effectively isolated from being able to influence either.

In the long run, postal reorganization might prove to be a sué—
cess, but the short runbproblems must be addressed and resolved

if that is to be so. Postal operations have a big impact on the

: :
Federal budget and a broad spectrum of commerce. !

Since reorganization there has been little in the way of a review
of postal cost allocations, levels of efficiency, and service,
and quality of management decisions. Such information is import-

ant if we are to address the evolving policy issues.
'

.In the next few months we will need to address such questions as:

1. Should we continue to support the break-even principle
‘in the Act? Is the Postal Service a business or a
service? |

2. Where do we stand on the broad question of public
service subsidies vs. higher rates?

3. Should mailers be given additional time to adjust

to higher rates?



wWhat steps if any can be taken to control postal cosoa?
e.g.,; labor cosis.
What steps should be taken to improve the functioning

of the ratemaking process? Should the Administration

support amendments to ti.. Act regarding the Postal Rate

Commission?
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